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DEPARTMENTS OF STATE, JUSTICE, COMMERCE, AND 
THE JUDICIARY APPROPRIATIONS FOR 1953 


WEDNESDAY, FEBRUARY 20, 1952 


Unitep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10:30 a. m., pursuant to recess, in room 
F-82, the Capitol, Hon. Pat McCarran, chairman of the subcommit- 
tee, presiding. 
Present: Senators McCarran, Ferguson, and Green. 


DEPARTMENT OF STATE 
OrFicre or ASSISTANT SECRETARY FOR Economic AFFAIRS 


STATEMENT OF WILLIAM L. THORP, ASSISTANT SECRETARY 
FOR ECONOMIC AFFAIRS; CHARLES H. MACE, DIRECTOR, EXEC- 
UTIVE STAFF; CARLISLE H. HUMELSINE, DEPUTY UNDER 
SECRETARY FOR ADMINISTRATION; AND EDWARD B. WILBER, 
BUDGET OFFICER 


PERSONNEL AND SERVICES TO OTHER AGENCIES 


Senator McCarran. The subcommittee will come to order. 

We were discussing yesterday in general terms, Mr. Thorp, the 
matter of your requested increase in personnel. We were going into 
a discussion of how the personnel in your office is used, for what 
purpose it is used. 

You were developing that. A thought has occurred to me, and I 
do not know whether or not it will entail a lot of additional work. 
I want to address it to Mr. Humelsine and all of the representatives 
of the State Department who are present here. 

There seems to be a flow of money in and out of the Department of 
State other than what passes through the appropriation bill. I want 
you to tell me if I am correctly stating this. 

From your testimony of yesterday, it is indicated that various 
agencies have called upon your Department for assistance or for infor- 
mation, or to do certain services, for which they pay your Department 
from their particular appropriations, I take it. 

That would indicate to me that there are vast sums of money— 
maybe I do not use the term ‘“‘vast’’ correctly—but there are large 
sums of money that go through the Department of State of which 
this committee or the Congress never have a knowledge and could 
not get knowledge of unless we were to go through it to find out from 
what appropriations this additional money comes and why and who 
gets it. 
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Yesterday it was stated to me by Mr. Wilber that that money came 
in and was paid out by you. It was stated that it never passed into 
the Treasury at all; that it was simply sort of a revolving fund that 
came in and went out as the services were called for. 

Is that an exaggerated statement of it? 


REIMBURSABLE SERVICES 


Mr. Witser. No. That is a very fair statement, Mr. Chairman. 
However, all of this is done under section 601 of the Economy Act, 
whereby one agency may provide service to another agency on a 
reimbursable basis. Of the approximately $27 million which we get 
for providing these services, about $13 million, or half of that, does 
come before this committee for consideration under the information 
program. But, other than that, your statement is absolutely correct. 

Senator McCarran. What puzzles me—and it may be because of 
my lack of ability to grasp the enormous subject—is that we are dealing 
here with your appropriation and we go away thinking that we have 
appropriated so much for the State Department and that that is all 
they are getting. 

We cut down 10 percent and most of us are satisfied that we are 
economizing; yet you are getting money from other sources about 
which we know nothing. 

Senator Fercuson. Mr. Chairman, did they give you the amount 
they got from other sources? 

Senator McCarran. Not yet. 

Senator Green. I thought it came out rather clearly yesterday. 
They admitted that the way they made up the account was misleading, 
where they used the same term with different meanings in different 
parts of the same account, and that they would correct that. 

I think they could give us a sample of what the correction should 
be so as to make it illuminating instead of misleading. 

Senator McCarran. What I want to know is, is there a way that 
we can have a record here before us of the full amount of money that 
the State Department receives from every source—I am not speaking 
of the State Department alone, but any other department—and the 
avenues through which and by which it is passed out. 

Mr. Humetsinge. What we are preparing, Senator, is a breakdown 
that will give you that in complete detail, including the justifications 
for it and the reasons for it, in complete form. That is being prepared 
now. 

Senator McCarran. And the authority for it. 

Mr. Humetstne. Yes, sir, the authority for it. 

Senator McCarran. I would very much like to have that. 

Mr. Humetsine. You will have that, and we will be prepared, 
during the course of the hearing, to go into further detail to show why 
we think this is in the best interests of the Government, why it is 
more economical to do it this way rather than have these other agencies 
set up separate administrative organizations. 

Senator McCarran. What I want to get is a picture of it so that 
this committee and the Congress will have knowledge of the whole 
situation, which, to my way of thinking, they do not now have. Ido 
not think we have it at all. 
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Mr. Hume sine. I am sure that we went into this matter in the 
House hearings, we explained the whole thing and the reasons for it. 
We will do exactly the same here. 

Senator Fereuson. Did you give them the amounts? 

Mr. HumeE.Lsine. Yes, sir; we have the amounts, and we have the 
reason for the amounts and the rationale for it. 

Senator Fercuson. You really acted in a service capacity there. 

Mr. Hume.sine. That is right. We act in a service capacity for 
certain independent and semi-independent agencies. We act in a 
service capacity for Mr. Harriman’s organization in many fields for 
mutual security. We act in a fairly complete service capacity for 
this USIE program. 

Senator Feravuson. Why has not that come up before in the com- 
mittee, do you know? 

Mr. Wivser. It has come up before. 

Senator Fnreuson. With an agency of this size, we just. cannot 
see all the ramifications. 

Mr. Hume tsrne. I am sure it has come up before, and I will go 
back and go over it. 

Senator McCarran. I have in mind one instance now, which is the 
case of the Bureau of Standards right here. 

Senator Ferauson. I mean with the State Department. I am 
familiar with the Bureau of Standards. 

Senator McCarran. If I am wrong, I would like to be corrected 
on this, but I understand they turn in that money to the Treasury 
they receive. I am referring now to the Bureau of Standards. 

Senator Fercuson. I do not think that is true of the Bureau of 
Standards, Mr. Chairman. 

As I recall, they get almost twice as much money out of those so- 
called fees as they do out of the regular appropriation. 

Mr. Hume tstne. These are not fees in any sense of the word; this 
is a reimbursement for services performed. 

Senator Frreuson. I use that term in the sense of compensation. 

Senator McCarran. I am corrected. They do turn it into the 
Treasury, but they can use it without any additional authority. 


TRANSFER OF FUNDS 


Mr. Humetsine. This is not a fee. This is reimbursable payment 
for services we render this other agency, which we think we can do 
more efficiently. 

Senator McCarran. But you get that money indirectly paid to 
you as an agency, do you not? 

Mr. WiisBer. We get it through the normal provisions set up by 
the General Accounting Office for the transfer of funds under section 
601 of the Economy Act. It is a formally recognized procedure, the 
so-called 1080 billing procedure, where we render a bill and provide 
settlement. It goes through all the accounting records of the Gov- 
ernment. 

Senator McCarran. I am reminded of an incident where it is 
probably illustrative of your situation. On one occasion one of our 
staff sent a cable to Tokyo, and our committee was billed $3 for it 
by your department. 
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Senator Fercuson. By the State Department? 

Senator McCarran. Yes. 

Mr. Hume sine. We bill everyone for everything we do, Senator. 
. Senaton GreEN. Mr. Chairman, may I make a short statement 

ere? 

Senator McCarran. Certainly. 

Senator GREEN. I want to say that when I used the term “mis- 
leading” yesterday as to the terminology of the State Department, 
I did not mean that it was intentionally misleading, I meant that that 
was the effect of it. 

It is probably quite clear to those who made up the accounts that 
there was a distinction between the use of the term in one place and 
the use of the term in another, but I do not think the result was 
misleading. 

Senator McCarran. That is all right. You do not need to soften 
the blow. ‘These fellows are hard; they can take it all right. 


INCREASE IN PERSONNEL 


Getting back to our subject, you are asking for an increase in 
personnel, and you are asking for an increase there, as I understand 
it, justifying it on the basis of this additional service that you are 
required to perform for other agencies. Is that correct? 

Mr. Humetsine. No, sir. 

Senator McCarran. Can you explain that? 

Mr. Humeusine. Our basic appropriation for salaries and expenses, 
Department of State, is for the purpose of the regular work that we 
perform and which is assigned to us. 

This other work that we do on a service basis is an entirely different 
transaction and is done on an actual cost basis. 

Senator McCarran. Yesterday morning the witness before us now 
said—and I quote him rather liberally—that people say that the State 
Department employees do not do anything along that line. He said 
I want to show you what they do, and then he went into these addi- 
tional services that were rendered. 

I believe you said, Mr. Thorp, that that personnel was engaged in 
that additional service, that outside service. 

Mr. Hume sine. I think that, Senator, was my statement, and it 
had to do with the regular work of the Department. 

You see, this other work that we do is for five agencies—five inde- 
pendent or semi-independent agencies. We do this work for the 
USIE program; we do it for the mutual security program; we do it 
for point 4, the technical assistance program. We do it for the 
military assistance program and the Displaced Persons Commission. 

It is only in those areas and it is on an actual work basis. We do 
that for them. 

Otherwise, they have to set up—and they have that authority— 
their own organizations to do it. 

We think it would cost more for the Government and it would be 
less efficient for them to do it-rather than for us to do it on a contract 
basis. ie 

Senator McCarran. Then let us deal with these 48 additional 
employees you want here. They are for your Department proper, 
are they? 
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Mr. Hume sine. Yes, sir. That has not anything to do with 
reimbursable services. 

Senator McCarran. Why do you want them? 

Senator Fercuson. And if he will just express as to whether or 
not, if he did not have this other work, how many he could drop from 
the payroll. 

Mr. WivBer. We have those precise figures. 

Senator Ferevuson. For instance, by how many are you going to 
increase the number due to this request? Let us take just the infor- 
mation and educational increase. 


UNITED STATES INFORMATION AND EDUCATIONAL PROGRAM 


Mr. Humetsine. The USIE program administrative requirements 
will depend on what the Congress appropriates. If the Congress 
would appropriate the full request of $170 million that is requested, it 
would take more people to service them. 

Senator Fercuson. You are asking an increase of $46,036,033 on 
the USIE. 

Mr. Humetsine. That is right for regular operations. That will 
require more people to service them. 

Senator Fercuson. Just think, you are going to add 3,517. 

Mr. Humetsine. The administrative people come out of that 
request. They reimburse us for the additional administrative 
services required. 

Senator Fercuson. How many are going to be working on the 
work of other agencies, of these 3,517? 

Mr. Wivzer. That is all under the information program, sir. 

Mr. Humetsine. That is entirely the information program. 

Senator Ferauson. Then why would they not be in the information 
program? 

Mr. Witsper. They are, and this is paid over to us because we 
provide the service. But they are all covered in the information 
estimates. 

Mr. Hume tsine. Every last one of them. 

Senator Ferauson. It does not mean that you are going to have 
them on your payroll, does it? 

Mr. Wixper. We will have them on our payroll, but the funds are 
derived from and appropriated to the information program. They 
then turn the funds over to us because we hire the people to provide 
the service. 

Senator Fercuson. What I am getting at, and what the Chairman 
is asking is: Why not let them hire the people? They are not doing 
any work for you, are they? 

Mr. Wixser. No work at all for us. 

Mr. Humetsine. Here is the reason why we don’t, Senator: I use 
the example yesterday of this communications work. Now, we havea 
single communications center in the Department of State. It would 
not be economical or feasible for the United States information and 
educational program to set up a separate communications. 

Senator Fercuson. How many separate information centers do 
we have? We have one in the Navy, one in the Army, one in the Air 
Corps and one in the State Department, do we not? 

Mr. Humeusine. Are you referring to communications centers? 
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Senator Fereuson. Yes. 
Mr. Hume sine. I don’t know how many we have in the United 
States Government. 

Senator Ferguson. Why cannot they come and use one of those 
services? 

Mr. Humetsine. They do. They use our services. That is what 
we are trying todo. The other alternative would be for the informa- 
tion program to set up still another communications center. 

Senator Ferguson. Then you would not have to do that. How 
many people are in the communications center? 

Mr. Hume srine. I can get you the exact breakdown on that. 

Senator Fercuson. How many of these people will go into that? 

Mr. Humetsine. I will get you the exact breakdown on that, 
Senator. But is is done on the basis of the amount of work we do for 
them; the number of messages we send, and they pay their pro rata 
share of what it costs to operate the communication center. 

(The information referred to follows:) 


Personnel in telegraph branch 














Number of 
employees 
Salaries and Expenses, Department of State._............---.-...---- 153 
Reimbursement from— 

International Information Administration _.—._.........------ 56 

Mutual security program: 
Economic Cooperation Administration —~--_.......-..----- 32 
Technical Cooperation Administration —---.........-.----- 6 
Mutual defense assistance program -_-_-_-____.-------.---- 18 
Government of ovcupied areas... 2-2. 55 ee ce 11 
North Atlantic Treaty Organization_-_......__.._.-.-------- 4 
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SERVICE CHARGE 


Senator Fercuson. When you sent the telegram for the committee 
and you charged it back to the committee, what rate did you place 
on it? 

Mr. Humetstne. Exactly what it cost to send it. 

Senator Fercuson. How do you figure what it cost to send it? 

Mr. Humetsine. We know exactly what it costs to send each word 
that we handle. 

Senator Fercuson. And do you charge that proportion? 

Mr. Humetstne. We charge whatever the actual cost of sending 
the telegram is. For instance, we send telegrams quite often for 
private citizens. Now, we always charge a private citizen for that 
particular telegram that is sent, because we have no authority to 
send communications for other than the purposes for which this 
money is appropriated by the Congress. 

If there is any other telegram sent, then we bill accordingly. 

Senator Green. Do you send telegrams for individual Senators? 

Mr. Humetsine. Yes, sir. 

Senator Green. And do you charge them for that? 

Mr. Humesine. Yes, sir. 
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Senator GREEN. Do you always collect? 

Mr. Humetstne. Always from Senators we collect. 

Senator Fereuson. You would not send a telegram for an indi- 
vidual, would you? 

Mr. HuMmeEtsine. We will send one. For example, we will send a 
telegram, for instance, in certain places where you can only dispatch 
a telegram through our center. 

Senator Ferauson. For instance, I know my office gets in touch 
with the State Department, and they will say, “The only thing we 
can do is to cable.”” Then we would authorize the cable and you 
would send us a bill and we would pay it. 

Mr. Hume sine. That is right. 

Senator Ferauson. But do you do that for individuals such as if 
John Smith from Detroit got in touch with you? Would you bill him? 

Mr. Hume sine. If it is a justifiable case, if it is a case where it is a 
hardship case of some sort and we can help out John Smith, we go 
ahead and do it. John Smith can send that. If he wants to send a 
telegram to London, England, for example, it can be handled over 
regular commercial channels. You send that through regular com- 
mercial channels. 

Senator Fercuson. But there are cases, are there, where he may 
not be able to reach the party? 

Mr. Hume sine. If it is a hardship where a person cannot be 
reached and we can reach the person, we do it for him. 

Senator Fereuson. Do you bill him, then? 

Mr. Hume sine. Yes, sir. 

Senator Ferguson. Have you ever lost any money on that kind of 
a billing? 

Mr. Humetsine. I would have to check, but I don’t think so, sir. 

Mr. Witser. Most of those telegrams relate to matters under 
specific responsibilities of the department, such as whether or not 
the department can determine where so-and-so is overseas. 

Mr. HuMELSsINE. Quite often, someone will want to know in a hurry 
the status of a visa case, for example. Normally, we will send out 
an air-mail letter to get that, but if they will pay the cost of sending a 
telegram we will go ahead and telegraph. Then we bill them. 

Senator Frreuson. Of course, if we are not careful, under that 
kind of a system you can build up a communications center that does 
practically all the foreign work. 

_ Mr. Humetsine. I would say, Senator, that is a very small amount 
indeed. I would doubt that the total number of telegrams would 
amount to much. 

Senator Fereuson. If you did not send these messages for the 
Senators, or Congressmen, or individuals, have you any idea what 
amount it would cut down? 

Mr. Humetsine. It is small compared with our total workload. 

Mr. Wiser. Our total receipts on that run around $85,000. 


ADDITIONAL PERSONNEL 


Senator McCarran. We will proceed now, Mr. Thorp. 

Are we to understand that the 41 additional personnel which are 
requested would be in the State Department proper and be regularly 
employed in State Department work? 
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Mr. Tuorp. In the economic offices of the State Department. 
Senator McCarran. Why do you need this additional number? 
Mr. Tuorp. As I briefly stated yesterday, it is because the economic 
a which require State Department activity have increased 
oth in variety and extent. 

When the hearing closed yesterday, we were talking about some of 
the problems in the field of materials, and I thought it might be helpful 
if I would just illustrate the kind of problem that we have, which is 
coming in now and is very important and which is really a reflection 
of the general condition of shortages. 


DEVELOPMENT OF MINING IN KOREA 


One of the things that we have had to spend a good deal of time on, 
for example, has been a project to resume the production of tungsten 
in Korea. Tungsten is a very important commodity because it is 
used in making jet engines, and the demand has greatly increased. 

Korea historically has been one of the chief sources of tungsten, 
The largest tungsten mine in Korea is about 30 miles south of the 
thirty-eighth parallel and the problem has been to get that tungsten 
mine back into operation. 

The Army is, of course, in control of the area. The General 
Services Administration is prepared to enter into a contract to buy the 
tungsten, but there is no tungsten company. There is no one with 
whom to deal. 

Senator Ferauson. Why not? Where is the company that was 
mining before? 

Mr. Tuorp. The property has officially been taken over by the 
Korean Government. This was Japanese originally. 

Senator Frrauson. That is way back to 1945. 

Mr. TxHorp. That is right. 

Senator Frrauson. What about since 1945? This mine has been 
working has it not? 

Mr. Tuorp. This mine was working in very limited amount after 
the Japanese left. The problem is to get it up into much greater 
production. 

Senator McCarran. Why should there be a problem about that? 

Mr. Tuorp. The problem is just one of working out with the Korean 
Government a basis on which the United States can be assured of 
Korean production; to be able, through the Army, to make sure that 
the process will not be sabotaged, to get an agreement that it will be 
possible for either the Export-Import Bank or the General Services. 
Administration to advance funds so that the necessary machinery can 
be put in, and also to arrange for an appropriate engineering firm to 
direct and manage the operation. 

Senator Frrcuson. What we are doing, then, is putting the Gov- 
ernment right into this business instead of allowing it to develop by 
private capital. 

You immediately step in with Government and take it over. Is 
not that what this amounts to? 

Mr. TxHorp. It certainly does. 

Senator Fereuson. It is a socialized project, as far as Korea is 
concerned. 
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Then we come in with our Government and make it a socialized 
project as far as our Government is concerned. We are really, as a 
government, going to buy the output of the socialized mine. 

Mr. THorp. That is correct. 

Senator Ferauson. And our Government is acting as a socialized 
industry itself in the purchase of this tungsten. 

Mr. Tuorp. The relationship with the owner will have to be estab- 
lished eventually. What we are concerned with is to get the tungsten 
now, and the only way to get it now is through this procedure because 
this is not a situation into which any private entrepreneur would be 
prepared to go. 

Senator Fercuson. How do we know? We never let the private 
industry try to make a deal with these people over in Korea so that 
the private industry can advance money that they might buy that 
machinery. 

We immediately go into the business of going into this as a gov- 
ernment. | 

Senator Green. Would any private industry undertake it unless 
they were guaranteed by our Government? And if they are guaran- 
teed by our Government, it is just socialization. 

Senator Fmrauson. They are socializing all over the world. 

Senator Green. But you have to get the product, and the Govern- 
ment can do it there and no private individual can. 

Senator McCarran. There is another angle to it. What have you 
done toward inquiring of the Bureau of Mines as to the furnishing of 
tungsten right here at home? Why should we be taking that as a 
problem in Korea? 

Mr. Tuorp. The Bureau of Mines has been in this project, and it is 
the agreement of the experts on the subject, of which I do not pretend 
to be one, that this mine is essential to getting the tungsten which we 
do need. And there are domestic programs, as well with respect to, 
developing tungsten. 


MINERAL MARKET IN UNITED STATES 


Senator MeCarran. I know a place where you can get all the 
tungsten you want, about 300 miles from the seacoast, all the tungsten 
you want, in Colorado, in Nevada, and in Arizona; and that tungsten 
is just as good as any you have in Korea. It is just as pure and just 
as high in content. 

I want to know why this should be a problem. 

Senator Fmercuson. I will tell you why it becomes a problem. It 
becomes a problem because of our Government becoming interested 
in every government in the world, and we are developing that for the 
benefit of the Koreans and we became interested in that rather than 
the development at home. 

I find that running all through this program, and that is why I see 
the socialization of the world internationally. Our Government is 
acting in that and helping to socialize the world internationally. 

Senator Green. Are not the domestic producers open to the same 
criticism? 

Senator McCarran. But domestic producers are ready to produce. 
They should be encouraged. 
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Senator Fereuson. In copper, the world market today runs up 
3%cents more. But it runsas high as up to 56 cents that the world 
producers of copper are able to get for copper. Some of it is American 
capital. But when they produce here in the United States they are 
only allowed to get 24 cents. 

Now, how are you going to develop things in the United States? 
How are you going to develop tungsten; how are you going to develop 
copper, if you are going to to go out and control all the copper in the 
world and allow other countries to get larger prices than here at home? 

Senator GREEN. We could not do it. 

Senator Fercuson. That is exactly what is happening. 

Senator GREEN. That is not the argument of socialization. 

Senator Fereuson. Why is it not? 

Senator Green. Because socializing is when you are giving help 
to a private industry. 

Senator Fereuson. Sure it is, but I say it is more socialization when 
you give aid to other countries. 

Senator GREEN. It might be twice as much in amount, but it is the 
same thing in theory. 

Senator Fercuson. It is not quite the same theory. It is half as 
much in theory. There is the proposition. 

Senator GREEN. It is the same principle. 

Senator Ferauson. On your tungsten, they will be more interested 
in the development of tungsten in Korea than they will be in develop- 
ing tungsten in the United States. 

Senator Green. I understand your argument, but I don’t think I 
agree with it, except that on the basis of it, socialization being the 
objection, you are simply transferring socialization, if that is your ob- 
jection, from a foreign country to your own. 

Senator McCarran. Gentlemen, I do not think we will get an 
agreement on this socialization question anyway. I want to get into 
another phase of it. 


DECISION ON KOREAN TUNGSTEN PRODUCTION 


Mr. THorp. The point I want to make, Mr. Chairman, is this: 
The decision having been made by the Defense Production Authority 
that they do wish this production of tungsten in Korea to be resumed, 
it then falls upon the State Department to work out an agreement 
with the Korean Government. 

Senator Ferauson. That is just what I think is wrong. The State 
Department comes in, as a national government, as a policymaker. 

Senator Green. No; just carrying on policy made by the Defense 
Department. 

Senator Ferecuson. They are going to carry it out. All this other 
agency says is that they want the tungsten. Then the State Depart- 
ment works it out. 

Senator Green. But they are just carrying out the policy. 

Mr. THorp. We do the negotiation with the Korean Government, 
but this does involve the Defense Department because they have 
responsibility on the spot, and General Services Administration, 
because they are to be the purchasers of tungsten. 

Senator Fereuson. Who have you as engineers to determine how 
much tungsten there is? How much machinery we should buy for 
this Korean Government’s mine? 
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Mr. Tuorp. We do not determine that in the State Department. 

Senator McCarran. What are you determining, then? 

Mr. Tuorp. We are not determining. We are negotiating with the 
Korean Government an agreement in accordance with the terms set 
down by General Services and so forth. 

Senator McCarran. How long have you been engaged in that nego- 
tiation? Has it been as long as they have been trying to get an 
armistice? 

Mr. Tuorp. I would say the negotiation has been going on for 
about 3 months, maybe a bit longer. 

Senator McCarran. You know, that strikes me funny. I do not 
think it is proper perhaps for this committee, but it strikes me funny. 
We want that tungsten because of the jet engines that we have to 
manufacture and the jet engines are being set up to defend Korea. 

Then we have to spend 3 months to get the Korean Government to 
come to some kind of terms so that we can get the material to get the 
jet engines to defend them. 

Senator Green. Mr. Chairman, is that a part of the State Depart- 
ment? They are simply called upon by the Defense Department to 
negotiate an agreement on a certain basis. 

It seems to me maybe this is open to criticism, I am not saying it is 
not, but it ought to be a criticism of the Defense Department rather 
than the State Department. 

Senator McCarran. That is all right. If it takes them as long to 
negotiate everything as they say they have been engaged in this, 
then this request for personnel is infinitesimal compared to what we 
are going to have. 


KOREAN TUNGSTEN ALLOCATION UNDER INTERNATIONAL MATERIALS 
CONFERENCE 


Senator Fercuson. How much tungsten are we getting out of 
Korea now? 

Mr. Tuorp. I cannot give you the exact figures. It is a rather 
small flow. There is some coming out. It will require the setting 
up of some additional machinery and equipment to expand the 
production. 

Senator Fercuson. Are we not also now entering into agreements, 
under the International Materials Conference, that all the tungsten 
of the free world will be pooled under an arrangement among the 
nations, so that when we increase that production by American tax- 
payer dollars, we do not benefit to the full extent of the production of 
that mine, but we get our percentage of that, according to an agree- 
ment or a trust or a cartel that we enter into? Is not that a fact? 

Mr. Tuoorrp. What would happen would be that 

Senator Furauson. Wait. Is not that a fact? I know you are 
going to say what would happen if we do not do that, that we would 
run into competition. 

Mr. Tuorp. No. But your statement covers a good many points. 

Senator Frrauson. Is not that the fact, what I say? 

Mr. Tuorp. I don’t think I can answer that yes or no. I have to 
say that what would happen would be that, in the consideration in 
the International Materials Conference, this would come in for con- 
sideration in terms of where it was needed most in the world. If it is 
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needed most, as is proving to be the case, in our jet-engine production 
“—_ there would be no problem, it would be allocated to the United 
tates. 
' Senator Feracuson. But are you not working today in the Inter- 
national Materials Conference to work out a cartel. among all the 
nations—when I say all the nations, I mean the free nations of the 
world outside of the iron curtain—on a basis that tungsten will be 
allotted according to an understanding of this International Materials 
Conference, of which we are only one member? Is not that a fact? 
Mr. Tuorp. I would question the use of the word ‘‘cartel.”’ 


GOVERNMENT CARTEL 


Senator Ferauson. I know you do not like that word, but that is 
what describes what is being done. The dictionary clearly defines the 
word “‘cartel.’’ It is an international agreement, either between eco- 
nomic forces or political forces, and it happens to be that you have 
that economic force and potitical force now in government. 

It is an agreement for the distribution according to a plan. 

You may take out the word “‘cartel,’’ but is not that what they 
are doing with this tungsten? 

And when we furnish machinery for this mine, the material coming 
out of the mine does not all come to America. If it does, we are shut 
off, by virtue of this agreement, from getting other tungsten, even 
tungsten mined in the United States. 

Mr. Tuorp. There is no relationship necessarily between the source 
and the allocations; that is correct. 

Our interest is that in all parts of the world where there is an 
expanded production, that it should be considered in the International 
Materials Conference as to what are the relative needs of the various 
countries. 

Senator Fereuson. Of course, that is what makes it the cartel. 

_ In other words, if we were to develop a copper mine in Nevada at 
Government expense, America would only get 48 percent of the copper 
produced out of that mine for her use. 

Mr. Tuorp. Now you are drawing a conclusion. 

Senator Fereuson. Well, is aah hah the fact? 

Mr. Tuorp. No; that is not a fact. 

Senator Ferguson. Then what is the fact? 


ALLOCATIONS PROCEDURE 


Mr. Tuorp. The fact is that as that copper came into use and the 
world supply was therefore greater, the relative requirements of the 
different countries would be considered in the International Materials 
eee and the allocations would take into account the increase 
in supply. 

Senator Fercuson. I am talking about today. It would be 49 
percent moe: 

You say if it was of a much greater amount it would vary in per- 
centage. That is all you are saying, is it not? But today it is 49 
percent, is it not? 

Mr. Tuorp. Today, what there is is a figure for this quarter. 

Senator Fercuson. Yes, it is 49 percent, is it not? 








eA RE ich Na 


PARAS 





STATB, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1953 61 


Mr. Txorp. That is correct, or a total tonnage rather than a 
percentage. 

Senator Fercuson. Yes, but it runs to 49 percent of your total 
tonnage; is not that correct? 

Mr. Tuorp. I cannot verify the figure, but I assume that is correct. 

Senator Frereuson. Is not that exactly what you are going to do in 
tungsten? Is not that the purpose, that you want these employees 
to be able to do these things in tungsten? Is not that correct? 

Mr. Tuorp. I don’t know quite what you mean when you say ‘‘to 
do these things,’’ Senator. 

Senator Ferauson. To set up a quota for the United States and for 
the other countries of the world. That is what it is. 

Mr. Tuorp. The procedure, as you describe it, of setting up a quota, 
is not, I think, quite accurate as to what happens. 

Senator Fercuson. What is accurate? 

Mr. THorp. What does happen is that the countries meet together, 
exchange information about the supplies and requirements. 

Senator Frrauson. Some of the countries do not meet in here. 
Some are not members. You do not have to accept the countries as 
members. You do it by vote; is not that correct? 

Mr. TxHorp. By vote as to membership. 

Senator Fereuson. Yes. 

Mr. Tuorp. For additional members, that is correct. 

The members on the committee, as I believe I wrote you, are the 
major producers and the major consumers, usually running in the 
neighborhood of 10 to 15 countries on the committee. These are the 
countries with the greatest interest in the supply and the demand, 
quantitatively. They do receive from all other interested countries 
information, and the other countries can meet with them to present 
their situation. 

But what happens is that the various members, particularly the 
American member, come to the committee knowing the American 
situation. 

He endeavors to work out with the other countries what seems to 
be an equitable distribution of the tungsten or the copper, or what- 
ever it may be. The most that happens is that the committee, if it 
agrees, refers it back to the governments, and our Government then 
comes back and says, “So far as our programing is concerned, we are 
prepared to do it on the basis of this figure.” 

Senator Fereuson. And then we accept the quota and we endorse 
the quota by virtue of the materials program; is not that correct? 

Mr. Txorp. I am not even sure that technically it is right to call 
this a quota. 

Senator Fereuson. If you want to use another word you may do so. 

Mr. Tuorp. We establish our domestic program, and if it is within 
the International Materials Conference Committee conclusion, then 
we agree with the Committee. If it is not, we would not agree with 
the Committee. 

Senator Fercuson. Have we ever disagreed with the Committee? 

Mr. Tuorp. I think there have been cases where we have gone back 
to the Committee. But since the State Department does not operate 
this directly, I would have to get the information. 

Senator Ferauson. Will you furnish for the record the cases where 
you — had to go back, and what happened, where you made an 
appeal? 
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Mr. Txorp. I think this is important to keep in mind, that in the 
work of the Committee, since the United States representative is 
there, the committees, in general, are not going to come up with 
recommendations if in advance they know that it will be refused by 
the United States Government. 

Senator Fercuson. Will you furnish for the committee any that 
we did not accept? 

Mr. Tuorp. I will be glad to see if I can get that. 

Senator Fmercuson. And then what happened afterward on what 
you call in your letter an appeal. 

Mr. Tuorp. I will, sir. 

Senator McCarran. Is that in your department? 

Mr. Tuorp. I will have to get that information from the Defense 
Production Authority, where the representatives of these com- 
mittees are. 

(The information referred to follows:) 


INSTANCES IN WHICH THE UNITED States Has DisaGreep WitH IMC 
CoMMITTEE RECOMMENDATIONS 


There is only one instance on record in which the United States has formally 
rejected an IMC committee’s recommendation for distribution of a commodity. 
This was in the case of cobalt for the fourth quarter of 1951.° The result of this 
rejection was that the committee requested that the United States reconsider its 
position. While the United States was reconsidering, the estimate for supply of 
the commodity was revised upward, and the other countries in the committee 
suggested that this entire increment be added to the United States share. This 
fact, coupled with the judgment that the United States would not have been able 
to secure a larger amount of cobalt in the absence of any IMC recommendations, 
led the United States to accept the recommendation as thus increased. 

There have been a great many instances, however, in which the United States 
has found itself in disagreement with the initial position of the majority of an 
IMC committee. In these eases the United States has indicated its position very 
firmly, stating that it could not agree with the proposed recommendation and 
why. This usually has led to a renegotiation within the committee along lines 
which the United States found satisfactory. The United States objective has 
been to work out disagreements within the IMC committee before it made a 
recommendation. This avoids the difficulty of subsequent rejection of a recom- 
mendation which has been made. 


INTERNATIONAL COMMODITY AGREEMENTS 


Senator McCarran. Let us get back here to these 18 persons that 
you are asked for additionally. 

Senator Ferguson. Mr. Chairman, might I just ask a question? 

Senator McCarran. Yes, sir. 

Senator Ferauson. They were talking about who made the policy 
here. One of your questions, Mr. Thorp, was that you want people 
to negotiate a new wheat agreement and Congress has not even 
authorized that after the 31st of July; is not that true? 

Mr. Tuorp. That is correct. 

Senator Fercuson. So that you are coming in now and, as a policy, 
you are taking for granted that Congress is going to authorize you, 
and you want people to negotiate this wheat agreement. That 
includes wheat and sugar and cotton and wool. 

Under your allocation of raw material, you are going to negotiate 
wool and all the other commodities, also silver. 

You are interested in some silver, Senator Green. 


otc 


on wee rsry 


Hh 





Soh REA 


ae 


UR RTs Aa a aoe Se a tis lian oT 





STATE, JUSTICE, COMMERCE, JUDICIARY APPROPRIATIONS, 1953 63 


Senator GreEN. I am literested in them all. I am interested in 
your statement. 

* Senator Ferauson. Is not that correct, Mr. Thorp? 

Mr. Tuorp. I think the two agreements are the wheat and sugar, 
because they terminate and we will have to have discussions with 
respect to them. 

Senator Fercuson. At the present time, you have no authority in 
wheat; it is canceled up; is that not correct? 

Mr. Tuorp. It terminates, ves; that is correct. 

Senator Ferauson. Yes, it terminates 

In your justification you state: 

There will be an extensive negotiation directed toward renewal of the inter- 
national Wheat Agreement and possible development of corresponding long-term 
agreements in sugar and cotton and possibly other agricultural commodities. 

Senator Green. I do not understand the purport of your question, 
Senator. Is it because you think the State Department is antic ipat- 
ing the termination of an agreement, that they ought not to negotiate 
as to its continuance? 

Senator Ferauson. That is right. 

Senator GREEN. Until action by the Congress. 

Senator Ferauson. That is right. 

Senator GREEN. | doubt very much that the State Department 
should be criticized that if they anticipate certain action, that they 
would be criticized for that unless Congress calls for action. 


COSTS OF WHEAT AGREEMENT 


Senator Ferauson. Here is what the President said about the last 
one: 

Expenditures under the International Wheat Agreement have risen to a higher 
level than was anticipated at the time the agreement was negotiated. Although 
we expected a downward trend in world wheat prices after World War II, the Ko- 
rean crisis, and the increased demand for wheat have caused increased prices since 
1900. The agreement, which expires July 31, 1953, guarantees the export each 
year of a certain quantity of wheat at the maximum price of $1.80 per bushel. 
The loss arising from the difference between the export price and the higher 
domestic price of wheat is met initially from Commodity Credit Corporation 
funds, with reimbursement later from appropriated funds. The cost of the wheat 
agreement has risen from $70 million in the fiscal year 1950 to $180 million in 1951, 
and is estimated to increase somewhat in 1952 and 1953. 

The President does not even say he is going to recommend a re- 
newal of this agreement. 

Senator GREEN. He does not know yet until it is negotiated and he 
finds out what can be done. If he does not make the recommenda- 
tion, Congress does not have to approve it. But both the President 
and Congress need the information in order to reach a decision. 

The State Department does not attempt to make the decision. It 
simply collects the data on which the decision can be made. 

Senator Ferauson. They are going to negotiate the agreement. 

Mr. Tuorp. It cannot be finalized without action by the Congress. 

Mr. Green. And the negotiation, while it takes effect, has to be 
sent to the Foreign Relations Committee. 

Senator Fercuson. Senator, if we do not authorize it, then all this 
expense is for nothing. . 
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Senator GREEN. Certainly; but they anticipate you will want to 
do something about it. I think this is a reasonable assumption. 

Senator Frercuson. I personally do not. I do not think they 
should assume until they are authorized to negotiate that kind of an 
agreement. Otherwise, they can go out and negotiate every con- 
ceivable kind of agreement in the hope that sooner or later we will 
authorize it. 

Senator Green. It is the duty of the Executive to negotiate treaties 
and international agreements and submit them to the Congress. I 
think that is his duty. 


INTERNATIONAL MATERIALS CONFERENCE PERSONNEL 


Senator McCarran. Gentlemen, I want to know something here. 
You are asking for 18 additional employees. How many are engaged 
in that policy now for this materials conference? 

Mr. ‘THorp. Fifty-seven at the present time, and the increase 
would be to 75 for the Office of International Materials policy. 

Senator McCarran. Have the 57 been negotiating along the lines 
of international materials policy? 

In what direction and where have they been negotiationg, aside 
from this Korean business? 

Mr. Tuorp. I gave that as one illustration. We have the same 
kind of problem in a different form with manganese in Brazil. There 
is the United States Steel and Bethlehem Steel, and they have the 
project, but are concerned about assurances from the Brazilian Gov- 
ernment that would permit profits and products both to be exported 
and in that case, that is a support of a private operation, Senator 
Ferguson. 

‘Lhen there are a number of situations in which it is a matter of 
getting additional supplies from foreign countries. 


TIN PURCHASES 


For example, in connection with getting tin from Indonesia, Mr. 
Symington, who was responsible for buying tin in the RFC, asked us 
to arrange for a group to go out to Indonesia and Malaya, including 
a State Department person. They went out there and they started 
negotiations. Our Ambassador had continued negotiations there, and 
now the Indonesians have a delegation here. 

In this kind of operation, we have been helping in the arrangements 
and carrying out of it, although the responsibility, with the respect to 
the purchase of tin, is the responsibility of the RFC. 

Senator Ferauson. Mr. Thorp, is it not true that, on tin, what 
happens, and did happen, is that we are in a cartel? We were keep- 
ing the price of tin up under an argeement that everybody would pay 
the same price for tin, and until Congress stepped in and advised Mr. 
Symington not to buy any more did the price of tin drop. 

In other words, this International Materials Conference is creating 
not only a monopoly on allotments—and they call it allotments of 





consumption—they fix not only that, but they fix the price, they fix 
the price on lead, so that you have no more competition in the world. 
Is not that true? 

Mr. Tuorp. Senator, in the first place, tin is not covered in the 
International Materials Conference. 
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Senator Fercuson. Has it never been considered? 

Mr. Tuorp. It has never been included in the Conference. 

Senator Ferauson. Why not? Is it because the British own all 
of it and they will not allow you to work on tin? 

Mr. Tuorp. No. The British, I think, own about a third of the tin. 

Senator Frrcuson. Is it because the other countries will not allow 
you to touch tin? Why is not tin included in the Conference? 

Mr. Txorp. Tin was not included in the Conference because of 
the fact that there was and has been for a number of years an inter- 
national agency called the Tin Study Group, which has met, 

Senator Fercuson. Are we a part of it? 

Mr. Tuorr. We have attended the Tin Study Group. It is a 
committee for the exchange of information. 

Senator Fereuson. Are we a party to the Tin Study Group? 

If so, I would like to have the committee get the studies and what 
we have done in that Tin Study Group and how that Tin Study Group 
has kept up the price of tin. 

Mr. TxHorp. | am afraid I cannot show you how it has kept up the 
price of tin, because I do not think it has. 

Senator Fercuson. Then show us how it has reduced the price of 
tin? 

Mr. Tuorp. It has been for the exchangé of information, rather 
than for the determination of policy. 

Senator Ferauson. Is not that all that the trusts do? Is not that 
all that Gary did at the Gary dinners when he was forming his Steel 
Trust? They were for the purpose of exchanging information, but 
they turned out to be trusts which controlled not only the amount, 
but the price. Is not that exactly what your Tin Study Group does? 

Mr. Tuorp. No, sir; I don’t think so. 

Senator Fercuson. Then will you furnish us all the data on the 
Tin Study Group? 

Mr. Tuorp. I will be very glad to give it to you. 

Senator McCarran. Do you have that? 

Mr. Tuorp. I can get that from our records; yes, sir. 

(The information referred to follows:) 


THE INTERNATIONAL Tin Stupy Grove 


The International Tin Study Group is an organization for governments which 
are especially interested in the production, consumption, or trade of tin. Mem- 
bership is confined to governments and consists presently of 14 governments 
which collectively represent about 90 percent of world production and consump- 
tion of tin. Membership is open to additional governments which consider 
themselves substantially interested in tin. 

As its name implies, the primary purpose of the Group is to make studies of 
the world tin position, having regard especially to the desirability of providing 
continuous accurate information regarding supply and demand and their probable 
development. 

It may also consider possible solutions to problems which are unlikely to be 
solved by the ordinary development of world trade in tin. Recommendations 
may be made by the Group and transmitted to participating governments. 

The Study Group meets periodically, at times and places*convenient to the 
members. Six meetings of the full Group have been held, at intervals of approxi- 
mately 1 year, since the Group was established in April 1947. 

The Group has a small permanent secretariat located at The Hague. The 
secretariat collects and distributes current tin statistics and performs staff work 
connected with the publications and meetings of the Group. The publications 
include regular issuance of the monthly Statistical Bulletin; annual Review of 
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the World Tin Industry; and the Biennial Statistical Volume, as well as special 
publications on oceasion. 

The expenses of the Study Group are borne by the member governments on 
an agreed basis of contributions which takes account of proportionate volume 


of trade in tin. The total budget for the fiseal year 1951-52 is £9,500, of which 
the United States’ share is £1,148. 

The Group has a Management Committee consisting of certain member gov- 
ernments elected to provide representatives who meet as necessary between full 
meetings of the Group. The Management Committee arranges for the full 
meetings and supervises the current work of the secretariat. 

The United States representative in the Management Committee is an officer 
of the State Department in Washington; the alternate representative is the secre- 
tary of the American Embassy in The Hague. The alternate represents the 
United States in meetings of the Management Committee except when these occur 
during meetings of the full Study Group. 

The United States Delegation to meetings of the Study Group includes officials 
designated by each of the Administrative agencies principally interested in tin, 
and also includes industry advisers nominated by the American industries which 
consume tin metal. 

The fifth meeting of the Group was held at Paris during March 1950. This 
meeting adopted by a majority, with the United States dissenting, a resolution 
requesting a conference under the auspices of the United Nations to discuss a 
draft commodity agreement for tin prepared by the Group. 

This conference was held at Geneva during October-November 1950, attended 
by delegations from 20 countries. The draft agreement which had been prepared 
by the Study Group was considered. Consideration was also given to other 
proposals relating to a buffer stock, the control of exports, and action in the event 
of a tin shortage. These various proposals differed so widely in their methods of 
operation that no agreement could be reached. 

The Study Group is producing factual information on the world tin situation 
which is widely recognized to be the most comprehensive and accurate obtainable. 
Member governments have found that the meetings of the Group provide a useful 
forum for consideration of developments in tin which have international interest 
currently or prospectively. 


INTERNATIONAL ECONOMIC PROBLEMS 


Senator McCarran. Yesterday, along toward the close of the 
session, I raised the question of duplication between your Department 
and the Department of Commerce. 

Does the Department of Commerce not have personnel working 
on this very same sort of project that we have been discussing here 
this morning? 

Mr. Tuorp. The main activity of the Department of Commerce 
is with respect to the control of exports from the United States. 

Senator McCarran. That may be the main function, but in addi- 
tion to that, they are also interested in the economic situation abroad. 
Do they not run either counter to you or cross your lines? 

Mr. Tuorp. No; the point I am trying to make, Mr. Chairman, is 
that we have a negotiating responsibility on many of these problems. 

Senator McCarran. Does not the Department of Commerce have 
the same? 

Mr. Tuorp. No; the Department of Commerce does not have 
responsibility for negotiating with foreign governments. They used 
to have that regponsibility. In fact, 1 was in the Department of 
Commerce at one time when the Department of Commerce had 
commercial attachés and were independent of the State Department. 
Now the State Department controls all the people abroad. 

Senator McCarran. I remember when it was taken over. 

Mr. Tuorp. That is right. 
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We do get involved with the Commerce Department particularly 
on this matter of export controls and also with the Defense Produc- 
tion Authority on the allocations of goods for foreign claimants, be- 
cause there are from 150 to 200 spec ial requests from foreign govern- 
ments for priorities which come in in each month. Some of those, 
for political or other reasons, we feel deserve special support from 
the State Department. 

Senator Frrcuson. Are you referring to priorities for material from 
this country? 

RAILROAD EQUIPMENT FOR SPAIN 


Mr. Tuorp. Yes. For example, right now, we are working with 
the Defense Production Administration trying to get some railroad 
equipment for Spain. An Export-Import Bank loan has been made 
in connection with that, but the Spaniards are having difficulties in 
working it out in this country, and we have been urging the other 
agencies to do what they could to help in that connection. 

Senator McCarran. Do you mean to tell me the Department of 
Commerce has stopped that? 

Mr. Tuorr. No. That is more a problem of getting it on the order 
records of the companies and getting the steel available. 

Senator McCarran. My understanding was that the steel com- 
panies of this country and those companies manufacturing railroad 
equipment have been clamoring at the doors of the Export-Import 
Bank trying to get their commodities sent over there. That is the 
information I got. 

Now you give it to me as though it were hard to get. 

Mr. Tuorp. That is what we found; that it is difficult to work out 
these arrangements for the supplies. 

Senator FerGuson. Would you furnish us the data on that, what 
has been done, and the memorandums and so forth? 

Mr. Tuorr. In connection with what? . 

Senator Fercuson. These Spanish railroads and so forth, as to the 
steel. 

Mr. THorp. Yes; I will be glad to give you a statement about that. 

(The statement referred to follows:) 


Priority ASSISTANCE FOR SPANISH RAILROADS AND OTHER PROJECTS 


The Department of State has been particularly interested in the Spanish rail- 
road case, partly because the project is one financed by the Eximbank, where the 
Department has Board membe ‘rship, and partly because the project has both po- 
litical and stragetic importance in Spain. The project consists of the electrifica- 
tion of a section of the Spanish railroad system in order to increase its capacity 
and the speed of traffic movement. 

We understand it is correct that the American manufacturers of equipment 
have been anxious to supply this equipment. The difficulty, however, has been 
that the scarcity of materials has not permitted operation of these manufacturers 
at capacity without endangering other essential production. This has made it 
impossible for them to schedule production for Spain unless the Spanish project 
is granted a priority. 

There has been no difference of opinion among the various Government agencies 
as to the need for facilitating this pro‘ect. There has been some quest'on, how- 
ever, as to whether Spain might be able to obtain the necessary equipment as 
quickly elsewhere and thus make unnecessary production in the United States at 
the expense of other essential requirements. is investigation has been made to 
determine these facts and has resulted in a decision by the NPA to grant the neces- 
sary priorities for production of the equipment in the United States. 
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UNITED STATES ACTIVITIES IN FOREIGN ECONOMIC RELATIONS 


Senator Fercuson. You see, if we are not careful, the Government 
is going to have to be in everything. Industry is going to sit back. 
They will not need any more salesmen. They will just sit back and 
wait for the State Department to walk in and say “We have a cus- 
tomer,” or they will say they need this, or they need that. 

Mr. Tuorp. Our concern primarily is to sae sure that in this situ- 
ation of shortages, the appropriate foreign claims are recognized, but 
that there be no discrimination either for or against foreign claimants. 

Senator McCarran. Is not that exactly what the Commerce De- 
partment does also? 

Mr. Tuorp. The Commerce Department is the one that adminis- 
ters the export controls and can look at it as an economic problem. 

Senator McCarran. What kind of problem do you consider it? 
A political problem? 

Mr. Tuorp. We look at it in terms of the over-all foreign relations 
of the country, the defense program of the country, the total require- 
ment in a broader sense than the economic sense. 

Senator Fercuson. That would be on the political side, whether or 
not, in your opinion, you can make a friend or make an enemy out of 
a country. 

Mr. THorp. Yes. But what happens in the Department is that 
you cannot have all the political officers dealing, let us say, with Com- 
merce, and therefore the work of our economic offices is one of re- 
flecting the political judgment to these agencies. 

Senator Ferauson. Who makes these decisions, State or Com- 
merce? 

Mr. TxHorr. On export licenses, Commerce does. On priorities, 
the Defense Production Authority does. 

Senator Fereuson. On what decisions are you final, on political 
decisions? 

Mr. Txuorp. I would say our decisions are not final in any part of 
the process. All we can do is to come in and make sure that all the 
angles have been considered and endeavor, through discussion and 
advice, to see that the right things are done. 

I must say that sometimes it goes beyond that. This would be 
an illustration: One of the things we are very short of here is scrap 
iron. We normally send about 100,000 tons a year to Mexico, of 
American scrap iron. 

In the situation of shortage, we are very eager to reduce that, and 
therefore, we have been asked to take up with the Mexican Govern- 
ment whether they would not endeavor to have a scrap-iron drive and 
collection in Mexico to reduce the requirement on the United States 
for scrap iron. 

In that case, we have been moving ahead trying to urge the Mexican 
Government to reduce their requirements for scrap iron. 

Senator Frerauson. What does Commerce do in relation to the 
International Materials Conference? You have 57 people and you 
want 75. What do they have to do with that? Do they have people 
working in that, or do you not pay any attention to their economics, 
as far as that is concerned? 

Mr. TuHorp. This would be a matter of the extent to which the 
Defense Production Authority called in Commerce in their advisory 


groups. 
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Senator Ferauson. Then we find that the Defense Production has 
really eliminated Commerce from many things. 

Mr. THorp. No. They call them in and get advice. You have 
two steps now on export. First you have the process of allocation 
within the country and then the export license. 

Senator Fercuson. Will you furnish for this committee all of the 
negotiations in relation to copper, Commerce’s part in it, Defense’s 
part in it, and your part in it? 

I ask, Mr. Chairman, that Mr. Thorp furnish to the committee all 
of the negotiations on copper, first, the amount. 

Senator McCarran. I| wonder if he can do that. 

Mr. TuHorp. I am afraid that, as I told you before, that problem 
is handled by the Defense Production Authority, and our relationship 
to it is limited. 

Senator Ferguson. Give us all that you have in your office. You 
can give us memorandums and everything you have in your office. 
Let us see how this machine works. 

Mr. Tuorp. I will be glad to examine the problem and give you 
everything that I can. 

Senator Feraeuson. What do you mean by ‘“‘can’’? 

Mr. Toorr. What I mean is the extent to which this problem is a 
matter handled by the Defense Production Authority—— 

Senator Fereuson. No, I am asking the State Department’s part. 

Mr. Tuorp. I will be glad to give you information on our part of 
it; yes, sir. 

(The information referred to follows:) 


NeGoriations WitH Respect To Copper 


The principal negotiation with respect to copper in recent years was that with 
Chile which resulted in an intergovernmental agreement signed on May 8, 1951. 
A copy of this agreement is attached. 

After the aggression in Korea, inflationary pressures caused the price of copper 
outside the control of the major producers to rise from a level of about 24% 
cents per pound to as high as 55 cents per pound. The copper produced in Chile, 
almost all by two United States companies, continued to be sold at 24% cents. 
The fact that the price of copper produced in Chile did not keep pace with the 
so-called free market price, and that the prices of many commodities imported by 
Chile rose sharply, caused considerable resentment and criticism in Chile, especi- 
ally in the Chilean Congress. There were strong pressures on the Chilean Gov- 
ernment to take over all or a portion of the production of the American companies 
in Chile to sell to other Latin-American countries and to Europe. Negotiations 
on this subject during early 1951 between the American companies and the 
Chilean Government were inconclusive and finally the President of Chile requested 
intergovernmental negotiations on the problems involved. Accordingly, a mis- 
sion was sent to the United States and talks were held between representatives of 
the Department of State and other responsible Government agencies, including 
the Defense Production Administration and the Economic Stabilization Agency, 
and the Chilean delegates. 

After considerable discussion, agreement was reached under which the Chilean 
Government reserved to itself disposition of 20 percent of the production of the 
American companies and all of the production of the smaller Chilean companies, 
leaving 80 percent of the production of the American companies available for sale 
to the United States at more moderate prices. It was also agreed that the price 
of 24% cents a pound, at which the American companies had previously been 
selling to the United States, could be raised to 27% cents. 

The effect of this agreement was to give the United States assurance of supply 
of the bulk of the Chilean copper at a moderate price, forestall efforts on the part 
of certain elements in Chile to take over the distribution of all the copper produced 
by the American companies, and insure that Chilean copper would not be sold to 
the Soviet Union or its satellites. 
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Discussions with other governments as to the way in which available supplies 
of free-world copper should best be allocated in order to meet the requirements of 
the free world are carried on regularly in the copper committee of the International 
Materials Conference. 

There have been no other formal negotiations with other countries about copper 
which, as the committee knows, is imported by private companies. The only 
exception is purchases for the stockpile which have been made from time to time 
by the General Services Administration. 

There have been informal discussions with the Canadians to see whether they 
could take any steps to make more copper available to the United States from 
their supplies. The Canadians have been able to moderate their own require- 
ments in some respects and make additional supplies available to this country. 

Attachment: Copy of Chilean agreement. 


DEPARTMENT OF STATE, 
Washington, D. C. May 1, 1951. 

The Secretary of State presents his compliments to His Excellency the Ambas- 
sador of Chile and has the honor to refer to the Department’s note of April 17, 
1951, which enclosed a memorandum indicating agreements reached by the 
Chilean and the United States Governments with respect to certain aspects of 
the production and sale of Chilean copper. In addition to the items already 
agreed to, it is understood that with respect to nonfabricated Chilean copper 
produced by the American companies and sold to countries other than the United 
States such sales will be made through the facilities of the producing companies 
and that arrangements for such sales will be worked out by the Chilean Govern- 
ment with the producing companies. 
_ It would be appreciated if the Chilean Government would inform the United 
States Government if this note may be considered an amendment to the memo- 
randum referred to above. 


DEPARTMENT OF STATE, 
Washington, April 17, 1951. 
MEMORANDUM 


The United States Government concurs in the view expressed by the Chilean 
Government that the maintenance and increase of copper production in Chile 
is of primary importance. It is recognized that increased production can be 
achieved by expanded operations by the two large American companies and by 
enlarging the operations of existing smaller mines or by opening up certain mining 
properties not now in operation. — , 

With regard to expansion of the operation of the larger companies it is under- 
stood that the Chilean Government will continue discussions with the Anaconda 
and Kennecott companies in order to reach an acceptable basis under which these 
companies can accelerate expansion programs and plan for additional investments 
leading to increased production. The United States Government is pleased with 
the reports that the discussions are progressing rapidly and that mutually satis- 
factory arrangements may be expected in the near future. Following agreement 
by the Chilean Government and the American companies, the United States 
Government will assist to the fullest extent that the emergency permits in the 
export of essential equipment and supplies to carry out these plans. It is noted 
that the mining companies state that they do not contemplate the need for public 
financial] assistance for carrying out their expansion programs. 

With regard to smaller and medium-sized mining properties in Chile, the United 
States is prepared to assist in efforts for sound increases in production by facili- 
tating deliveries, within the general defense needs, of supplies and equipment or 
by considering the granting of loans to increase production, provided that such 
requests are based on reports submitted by competent engineers. The United 
States Government is prepared to provide engineers to help determine, together 
with operators and engineers in Chile, the feasibility of increasing production by 
enlarging present operations or by starting new ones. 

The United States Government appreciates the Chilean Government’s natural 
desire to utilize reasonable quantities of copper produced by the American com- 
panies in Chile for export directly to countries other than the United States and 
for the manufacture in Chile of semifinished and finished products both for 
domestic use and for export. It is understood that in export sales of copper the 
Chilean Government does not propose to export copper in the form known as 
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palanquillas. In regard to the quantity of copper to be utilized for the above- 
mentioned purposes it is understood that the Chilean Government will impose a 
limit of not higher than 20 percent of the production of the Anaconda and Kenne- 
cott companies, thus assuring to the United States continuous shipment of Chilean 
copper in quantities no lower than 80 percent of the production of said companies. 
It is also understood that the distribution of copper would be subject to any 
obligation Chile undertakes with respect to international allocation in the Inter- 
national Materials Conference. The Chilean Government appreciates the im- 
portance of copper to the economy of the United States, which at the present time 
is being geared to maximum defense production in an effort to supply the free 
world with essential military and civilian goods. The Chilean Government stated 
its intention that the copper not shipped to the United States will be used by 
Chile or sold to other friendly countries only for their essential needs; that the 
Chilean Government will take the necessary measures to assure that such copper 
will not be reexported; and that no sales will be made to countries of the Soviet 
bloe. The United States also was pleased to learn that Chile agreed to exchange 
information on the amount of copper which should be sold to other countries, 
particularly in the event that the diversion should be sufficient to interfere with 
the United States defense effort, and also to exchange information with the 
United States on the export of copper to third countries to facilitate the supply of 
essential requirements to such countries in the most expeditious manner. 

The Chilean Government stated that it must receive additional dollars from 
the sale of copper in order to maintain economic stability and support its own 
efforts for participation in hemispheric defense. The United States Government 
therefore, in the light of the agreements reached with the Chilean Government 
and the latter Government’s continuing discussion with the copper companies 
regarding increased production and sale of Chilean copper, considers reasonable 
an increase of 3 cents per pound in the price of all Chilean copper sold to the 
United States, and understands that the announcement of such an increase will 
be arranged by the Chilean Government at such time as it determines. It is 
understood that prices to third countries will not be lower than the price of 
Chilean copper sold to the United States. 

In the course of conversations between the representatives of the two govern- 
ments it was brought out that a mutually satisfactory solution of the copper 
problem was related to Chile’s over-all plans for continued economic develop- 
ment. The representatives of Chile described Chile’s immediate program of loans 
now being sought from the Export-Import Bank for the purpose of bringing the 
production of the Huachipato steel mill up to full present capacity, and from the 
International Bank for Reconstruction and Development for the purpose of in- 
creasing the agricultural potential of the country through irrigation, land clear- 
ance, and the purchase of agricultural machinery and increasing hydroelectric 
power, providing new and increased coal production, and establishing a wood- 
pulp and newsprint industry. The satisfactory execution of the Chilean plans for 
economic development should be of value in helping to bring about greater 
economic stability in Chile and diversification of industry and production. 
Within the framework of its world-wide commitments, the United States will 
continue to manifest its interest in the economic development of Chile and will 
continue to cooperate with the Government by maintaining a friendly attitude 
toward requests for technical assistance such as those received in the past for 
assistance in economic planning, low-cost housing, health and sanitation, and 
increased food supply. 

While the Government of the United States feels that it is not practicable to 
seek a bilateral formula which will permit dollars obtained by Chile through the 
sale of copper to the United States to maintain a constant purchasing power in the 
United States, it is pointed out that the United States has instituted price controls 
and that these apply to goods exported from the United States to Chile. Under 
the principles agreed to in the Fourth Meeting of Consultation of Ministers of 
Foreign Affairs of American States, this Government believes there is ample 
provision for continued cooperation by the two Governments to help maintain 
and improve the Chilean economy and that, through consultation, problems of 
mutual interest may be fully discussed in order to arrive at a satisfactory solution. 

The agreement with respect to the distribution of Chilean copper produced by 
the American companies and the price of Chilean copper to the United States as 
provided above may be subject to periodic review upon the initiative of either 
Government. 
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ADDITIONAL PERSONNEL, OFFICE OF INTERNATIONAL MATERIALS POLICY 


Senator McCarran. Are you satisfied with your statement on this 
articular item, Mr. Thorp, as to the need for 18 persons more in the 
ce of International Materials Pulicy? 

Mr. Tuorp. Mr. Chairman, I could keep on talking about the kind 
of problems that there are. I have not niantional the. petroleum 
area, but there I doubt if it is necessary. 

In the Iran situation, the requirements that there are in terms of 
air plane fuel and so forth have created a serious petroleum problem, 
which does get us involved in arrangements with other countries. 

Senator McCarran. How many people have you had this year 
working on that? 

Mr. TxHorr. On petroleum we had six. 

Senator McCarran. You had 57 there; is that right? 

Mr. THorp. Yes, sir. 

Senator McCarran. You want to increase it to 75; is that correct? 

Mr. Tuorp. Yes, sir. 

Senator McCarran. What have the 57 been doing? Have not 
they been doing this work? 

Mr. Tuorr. The 57 have been doing this work as best they could; 
yes, sir. 

I think there is no way in which I can measure for the committee 
or list for the committee exactly what the additional 18 people would 


Senator McCarran. Let me give you my view of it, and I may be 
wrong. 

Here are all these other agencies that in one way or another work 
along the very same line, the Defense Production people, the Com- 
merce Department, and other departments, all with personnel. They 
have their personnel working on the same problem, but perhaps a 
little different angle of the same problem. 

Mr. Tuorp. That is right. It is the angle that is different. It is 
the — problem, but each one of these problems has a number of 
angles. 

enator McCarran. I want to be frank with you and say that up 
to this point I have not seen any justification for an increase in 
personnel in this item. I will be frank with you on that. I do not 
want to mislead you. 

Senator Frrcuson. Mr. Chairman, I wonder if we could have for 
the information of the committee, on this program of the International 
Materials Conference, all the people that would be on it from the 
State Department; all the people that would work on it in the Com- 
merce Department, and all of the people that work on it in Defense 
Production, and any others. 


UNITED STATES ACTIVITIES IN INTERNATIONAL MATERIALS ALLOCATIONS 


Let us find out how many people in Government are now working 
on this program. 

Senator McCarran. The National Production Authority comes 
into that, too, does it? 

Mr. Tuorp. Yes, sir. 
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Senator Ferevson. Can you find out for us, first, how many come 
into it? Then we will have the clerk here ascertain how many people 
there are in all the departments working on this problem and how 
many work on this tin study group in all of these departments. 

That will give us a line on what is being done. You see, you have 
57 people. fet us find out what Commerce has, and what all the 
other departments have. 

Mr. Tuorp. I would be very much misleading you if I suggested 
that the 57, or the 75 were engaged working on the International 
Materials Conference. 

Senator Frrcuson. Is not that what you tell us they are doing? 

Mr. Tuorp. That is one of the things on which they work. 

Senator McCarran. Here you are coming down to transportation 
and you have another group entirely. 

Mr. Tuorp. Yes, sir. But on materials, you see, they are covering 
foreign projects, getting supplies from abroad, foreign requirements 
against the United States on a tremendous variety of commodities, 
manufactured goods, agricultural products, and so forth. 

Senator Ferecuson. Let us do it on two bases: First, the Office of 
International Materials Policy, and then let us do it on the Inter- 
national Materials Conference. Let us have the two. There are 
apparently two offices, the Office of International Materials Policy 
and the Office of International Materials Conference. 

So let us have it on both. 

Mr. TxHorp. I don’t know what the second one is to which you are 
Sern Senator. I have only the Office of International Materials 

olicy. 

Senator Fercuson. You wrote me a letter saying that we were 
members of the International Materials Conference. 

Mr. THorp. Yes. 

Senator Fercuson. I am asking for how many employees there are 
in that department. 

Mr. Tuorp. I see, in the Conference itself. 

Senator Ferauson. Yes. 

Mr. TxHorp. That is not included here. 

Senator Fercuson. And can you tell us who does any work on 
that, so that we can trace it on through and find out how many people 
work in each one of these? 

Mr. Tuorp. Yes, sir. 

Senator McCarran. That may be inserted into the record at this 
point. 

(The material referred to follows: ) 


EMPLOYMENT OF PERSONNEL IN THE OFFICE OF THE ASSISTANT SECRETARY OF 
~ r 
Strate FoR Economic AFFAIRS IN CONNECTION WITH THE INTERNATIONAL 
MATERIALS CONFERENCE 


One member of the staff of the Office of International Materials Policy in the 
State Department is permanently assigned to the Secretariat of the International 
Materials Conference, where she acts as secretary of the Copper, Lead, and_Zinc 
Committee, 

Since the International Materials Conference involves a series of negotiations 
with other countries, the State Department is represented on each of the inter- 
departmental committees which advise the United States representatives on the 
International Materials Conference commodity committees, It also is consulted 
by those representatives on daily problems which come up in the work of_the 
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committees. This requires almost the full time of five officers of the Office of 
International Materials Policy. One of these five officers has been designated by 
the Defense Production Administration as the United States representative on 
the Pulp and Paper Committee. 

In order to carry out their functions of effectively advising the United States 
representatives on the International Materials Conference committees, the 
officers in question require almost the full-time supervision of one of the senior 
assistants to the Director of the Office of International Materials Policy and 
part-time supporting work from a number of its other officers, plus the time of 
numerous officers in the regional bureaus of the Department required for con- 
sultation with Office of Materials Policy officers on International Materials 
Conference problems. The senior adviser to the Director of the Office of Inter- 
national Materials Policy above referred to also acts as adviser to the United 
States representative on the central group of the International Materials Con- 
ference and to the United States representative on the Inter-American Economic 
and Social Council where problems related to the work of the International 
Materials Conference frequently arise. 

The chief function of the State Department’s economic officers, in relation to 
International Materials Conference, is to keep officers of other agencies informed 
and advised of the relationship of over-all United States foreign policy to the 
specific negotiating problems faced in the International Materials Conference 
committees, and to assist in negotiating with other countries so as to promote the 
national objectives of the United States. It is also the State Department’s 
function, in other relationships with foreign governments, to keep before them a 
clear picture of United States objectives in the field of materials policy. 

(Additional information appears on pp. 357-359.) 


OFFICE OF TRANSPORTATION AND COMMUNICATION Pouwicy 
AVIATION PERSONNEL 


Senator McCarran. Now, where are we? I want to get into your 
transportation next, when you get through with this item here, if 
you are satisfied on this item we have just covered, this materials 
policy. 

You are asking for five additional employees on transportation and 
communications policy. 

Mr. Tuorp. That one we did discuss yesterday, Mr. Chairman. 
You may recall that four of the five are in the field of aviation. 

Senator McCarran. In the field of aviation, over on page 40 of the 
justifications you say that the aviation policy staff would have 
responsibility in fiscal 1952 for: 

1. Obtaining and maintaining necessary operating rights 
abroad for the United States air carriers. 

2. Programs and policies concerned with the world-wide im- 
provement of air navigation facilities and services. 

3. United States participation in the International Civil 
Aviation Orge nization. 

4. Interdeyarimental and intergovernmental air mobilization 
and related activities affecting the emergency utilization of civil 
air services. 

5. Preparation of comments regarding aviation legislation. 

6. Formulating and monitoring civil aviation policy toward 
occupied and other areas requiring special consideration. 

7. Coordinating the many relationships the Department has 
with other departments, agencies, and organizations in the field 
of civil aviation. 

What does the Civil Aviation Authority do? 

Mr. THorp. They administer the law and provide the authorities 
with respect to route patterns and performances so far as the United 
States is concerned. 
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They are a United States administrative agency with responsibility 
over the airlines. 

Senator McCarran. They have also world-wide authority, do they 
not? 

Mr. Tuorp. They define the routes to which they will permit 
American carriers to go in order to maintain or to eliminate com- 
petition as they may wish. But the responsibility for obtaining the 
agreement from the foreign country to permit that route to be estab- 
lished in the foreign country falls on the State Department. 


INTERNATIONAL TRANSPORTATION PROBLEMS 


Senator Ferauson. Mr. Thorp, I am also interested in why the 
State Department, which is the foreign-policy department of the 
United States, is interested in naval and air transport policy staff. 
They are talking about tourism and facilities of travel. 

What do you have to do with inland surface transportation, rail- 
roads, highways, international waterways? I can see no reason for 
that. 

You have there on page 41 pipelines, tourism, and facilities for 
travel. What does the State Department have to do with those 
things? 

Mr. Tuorp. Senator, this is a bit misleading. This is a policy 
staff, really, of one officer, with a secretary. There are various 
problems which come up in international meetings. There are 
multilateral conventions. 

Senator Frerauson. Why cannot Commerce take care of this? 
Why should the State Department do it? 

Mr. TuHorr. Commerce does have many more people working on 
most of these problems than we do. Actually, when it comes to 
some international negotiation, we have to be prepared to step in. 

Senator Ferauson. How many people have you in relation to our 
highways here in this country? 

Mr. THorp. Not any. 

Senator Ferauson. You say you have one man and a secretary 
there; is that correct? 

Mr. Tuorp. That is correct. 

Senator Frercuson. How can you keep him busy on that, and why 
should we have an office and a secretary for something that is entirely 
foreign to your department? 

Mr. Tuorr. This relates to the situation in other countries, the 
transportation systems in other countries and areas, and agreements 
that have to do with it. It means inland transportation, that is, in 
other countries, as distinct from ocean transportation. 

Senator FerGcuson. Are you talking about the railroads of Great 
Britain? What can one man do of any value about studying the rail- 
roads of all the other countries of the world? Is it not just a waste? 

Mr. Tuorp. Let me just give an illustration of what that man can 
do. 

Senator Ferauson. Give us an illustration of what that man can 
do on the railroads. 

Mr. Tuorp. There is a railroad problem at the present time with 
respect to getting certain raw materials out of Rhodesia. The pres- 
ent situation is one in which chrome, particularly, has to go quite a 
distance to the port, over quite a round-about route. 
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The Rhodesian Government and the Portugese Government have 
developed a program with respect to a direct railroad to the Port of 
Laurenco Marques. The governments come to the United States. 
We are urging them to get more chrome out, and we need to have 
someone in the State Department who is at least familiar with the 
kind of problems that there are and where to go with the problems 
when one is concerned with a railroad project of that sort. 

Senator Fereuson. Would not anyone in the State Department 
say that you would go to the particular department? Do you have 
to have one man for that? 

Mr. Tuorp. We have to have somebody to whom they can come. 

Senator Fereuson. What is this? An information bureau? 


PRESENT STAFF 


Mr. Tuorp. No; this is a contact and a negotiating point with 
other governments and other organizations on problems that come 
up. 
Senator Ferguson. Does he not use any other personnel than the 
Secretary? You said that this department was small, that it had one 
man and a secretary. 

Mr. TuHorp. That is right. 

In a great many of the problems with which he deals, the technical 
work is done in other parts of the Government. 

Senator Ferauson. So it is not fair, then, to say that one man 
handles this? 

You see, we never can find out how many men it takes to perform 
a certain function, and until this Government can determine what 
functions should be carried out and to what extent they should be 
carried out, we will never cut the cost of Government because it is 
divided up into any one of a hundred different agencies. 

You would say here that this is handled by one man and a secretary. 
That is not a fair statement. 

Mr. Tuorp. No. 

Senator Fercuson. I can see that this one man and a secretary 
would be a drop in the ocean. 

Mr. Tuorr. The State Department angle of this problem is handled 
by one man and a secretary. That would be the way to put it. 

Senator Fercuson. Then he is nothing more than an information 
ce iter, steering it to somebody else. 

Mr. THorp. That is a very large part of what he has to do. 

Senator Fercuson. What else does he do? 

Mr. TxHorp. He also may have to attend international conferences 
on which any of these particular problems come up. 

Senator Fercuson. Do you call one man a staff? 

It says here the staff will also be concerned with multilateral 
measures. 

Mr. TuHorp. Yes, sir. 

Senator Green. How many make a staff? 

Senator Fercuson. That is what I want to know. 

Mr. HuMELsINE. It is a small staff. 

Senator GREEN. Perhaps they should increase it to justify the use 
of the term. 

Senator Fercuson. I am objecting to the way the Government is 
really run. 
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Senator GREEN. They use the term “‘staff’”’ throughout. So if there 
is one in the staff, I do not see any reason for criticizing them for the 
use of that term. 

Senator Ferauson. I just want to know if he classifies one person 
and a secretary as a staff. 

Mr. Tuorp. Yes, sir. 


INTERNATIONAL TRANSPORTATION AGREEMENTS 


Senator Fercuson, I see this man is going to negotiate a convention 
to cover the commercial traffic on the Inter-American Highway, estab- 
lish a permanent organization for Central and South America, to co- 
ordinate and advise of a European transport authority with jurisdic- 
tion over the entire European surface transport, and the coordination 
of highways and railway developments and systems throughout 
America. 

It seems to me as if he has more than one man’s job. 

Senator GREEN. It is one man in whom all this information is con- 
centrated, and he calls on other departmenis. 

Senator Fercuson. That is what I want to find out. 

Will you find out how many people really work on this problem, 
and give that to us? 

Senator GREEN. It is almost impossible to do that. 

Senator Fercuson. Then how are we going to appropriate? 

Senator McCarran. Are you through, Senator Ferguson? 

Senator Fereuson. Yes, | am through. 


AVIATION POLICY STAFF 


Senator McCarran. I will read you part of your justification, page 
40, on the aviation policy staff. 1am going to read what you have 
under the head of International Commercial Aviation Organization 
which is sometimes called ICAO: 


During fiscal year 1951, ICAO adopted two new sets of international standards 
and recommended practices dealing with aircraft accident investigation and 
aerodromes, thus bringing to 13 the number of different fields of air navigation in 
which the organization has obtained international agreement. Amendments were 
also made in existing standards and recommended practices concerning aircraft 
operations, aeronautical telecommunications, meteorological codes and aero- 
nautical charts in order to bring them in line with recent technical developments, 
In the field of aeronautical information services, ICAO established specifications 
for world-wide notices to pilots of conditions affecting aircraft operations and 
safety along international routes. ICAO approved for the first time a set of 
procedures for instrument-approach-to-land, and revised the existing specifica- 
tions for meteorological services. 

* + * * * + * 

In the air transport field, ICAO took new steps to remove economic and legal 
barriers which needlessly hamper international. air transport. The ICAO 
Council adopted a resolution recommending that all ICAO member states recog- 
nize insurance coverage obtained from duly authorized insurance companies of 
other member states, thereby reducing the possibility of international airlines 
having to insure against the same risks more than once. The Council approved 
resolutions calling upon all [CAO member states to exempt foreign airlines on a 
reciprocal basis from taxes on fuel, lubricants and other consumable supplies 
used in international aviation and from taxes on income and flight equipment; 
also to eliminate or reduce to the fullest possible extent taxes on the sale or use 
of international air transport. Also of direct benefit to international air transport 
operators was the progress made by ICAO, particularly in Western Europe, ir 
obtaining further implementation of its international standards and recommended 
practices for facilitation of international air transport. 
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Under No. 2 here, in your own justification, you have listed program 
and policies concerning the world-wide improvement of air navigation 
facilities. 

What I am bringing up is that we do contribute to this ICAO. 
That is right, is it not? 

Mr. Tuorpe. That is right. 


STAFFING 


Senator McCarran. So that, in addition to carrying on your 
aviation policy staff, especially under the No. 2 justification, we also 
contribute to another staff under ICAO; is that right? 

I am just trying to find out how many agencies come into it. 

Mr. Torr. I will try to explain this situation, and you can see 
whether you feel it is a duplication or not. 

At the ICAO Council there is an American member. That Ameri- 
can member must get his instructions from the United States Govern- 
ment. The place where he is backstopped is in this aviation group 
in the State Department, of which we are talking. 

So that the instructions to him as to what he can say in behalf of 
the United States Government come through this office. 

Now, very often, on many of these technical problems, the position 
of the Government may be concerned only with one agency.  Per- 
haps it is, let us say, a weather-reporting problem, in which case there 
may only be one agency. 

On the other hand, sometimes in the aviation field it may be a 
problem where Navy and Army and Civil Aeronautics Board, and 
various other people are all concerned. 

So that getiing in the position to instruct our representative may 
be quite an undertaking. But I think that this is a necessary rela- 
tionship. 

We cannot have an American in ICAO just going off as a free agent 
in positions which he takes. There must be a place in the Government 
where he is backstopped, and that is what is meant by this reference 
in describing the work of the staff. 

Senator McCarran. Is he also backstopped by the Civil Aviation 
Authority? 

Mr. Tuorp. He is backstopped by the entire United States Govern- 
ment, but the central responsibility for making sure that the United 
States position is transferred to him comes in the State Department. 

Senator McCarran. And when did this all come into existence? 
Has this been in existence for a considerable length of time, this opera- 
tion in the State Department? 

Mr. Tuorp. Yes, this has been in the State Department. 

Senator McCarran. Since when? 

Mr. Tuorp. I have been there now almost 7 years. 

It has been there for the 7 years. 

Do you mean the aviation work? How far back it goes, I can’t 
tell you. 

Senator McCarran. A thought that comes to me, Mr. Thorp— 
and it may not be apropos to what we are discussing—is this: Pan- 
American set up a world-wide system. By some process known to 
Pan-American and without the aid of the State Department at all, or 
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any Government agency, they sent their ships across the waters and 
into foreign countries, § South America, everywhere, and they did not 
ask the Government of the United States to pay a sou or mark for 
that service of getting those concessions. 

They worked out the diplomatic relations; they worked out the 
concessions, and they got it all for themselves and have had it for 
years and still have it pretty much in South America. 

It seems that it has become such a fanciful thing that we have to 
turn not one agency, but three or four Government agencies, to do 
what Pan-American did all alone. Does that strike you as a little bit 
peculiar? 

I am not holding any brief for Pan-American; I am only using it 
as an illustration. 

Mr. Tuorp. I think it is a development of a new situation in which, 
in many of these countries, there now is an important domestic airline 
interest. The situation was somewhat different at the time that Pan- 
American dominated the field and there were not the same local 
interests that there are today. 

I should hope very much that Pan-American would feel that their 
position was better having the support of the United States Govern- 
ment than if they went it alone. 

Senator McCarran. I do not know how they feel. It is a long 
time since I talked to any Pan-American representative. 

But I ran across their activity when I was drafting the 1938 law. 

You have been carrying on quite a part of the business with your 
staff as it now exists under these restrictive heads, Office of Inter- 
national Materials Policy and Office of Transport and Communi- 
cation Policy, and the Office of Economic Defense and Trade Policy. 

You have been carrying on, have you? 

Mr. Tuorp. Yes, sir. We have been doing the very best we could. 

Senator McCarran. It has been a pretty good job, has it not? You 
would not say it is not. 

Mr. Tuorp. | would have to say it is not an entirely satisfactory job 
to me, just because I would like to see even higher quality and more 
rapid handling of the problem. 

The difficulty is that we are faced with problems in the economic 
offices which largely come to us from businessmen, from other govern- 
ments, from other parts of the United States Government. Our 
difficulty is to deal with them in the part of the problem which we have 
to deal with in a quality and a rapid way. 

What happens if we do not have enough competent people is that 
either some problems get set aside and some other problems get done 
hastily and inadequately. 

Actually, I think it is important to realize that we did have the 10- 
percent cut and we have been going along at 10 percent less than the 
vear before. 1 think there is just no question but what the problems 
that we are having to deal with are much greater than they were 
either the present year or the vear before. 

Senator McCarran. You are trying to overcome the 10-percent 
cut now by these increases, are you not? 

Mr. Tuorp. That is right. Iam not satisfied with our ability to do 
our job at the present time. 
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PLANNING ACTIVITIES 


I might say one other thing, too, which I have not mentioned in 
testifying, and that is that because of the emergency and the possible 
threat to our security, in a good many fields we have been trying to 
develop, in anticipation of a greater emergency, some future plans. 

This is a burden on the staff. For instance, in telecommunications, 
there is the problem as to, under various contingencies, what will 
happen to the communications system between the United States and 
various other parts of the world. And in connection with the NATO 
organization, there has been a group working on the question of how to 
make sure that in any emergency the communications in the world 
will still be maintained. 

This kind of forward planning is tremendously important, and yet 
I would have to confess that it is the kind of thing one tends to put 
aside because it does not have the daily pressure of someone calling 
you up and saying, ‘“‘What about this and what about that?” 

One of the things that disturbs me is that in a number of these 
areas we have not made the progress. I hope we never need to have 
these plans, but we are not as far advanced as we ought to be. And 
you can see the importance of them in shipping, in telecommunica- 
tions, and in food, for example. 

The problem of Western Europe, in case there should be a break- 
down of communications between us and Western Europe, is some- 
thing that is very serious. 

So that I am afraid I have to confess, Senator, I am proud of 
what we have done with what we had, but I do not feel satisfied with 
the degree with which we have been able to deal rapidly with the 
various problems that we should be dealing with. 


INADEQUACY OF COMMUNICATIONS SYSTEM 


Senator McCarran. I just want to say one word to you, sir. I do 
not know whether or not it comes within the function of your office, 
but the investigation of the Internal Security Subcommittee of the 
Judiciary Committee of the Senate, has disclosed a condition that is 
such that if trouble arose, the control of the communications system 
of this country is in very dangerous hands. 

1 hope the State Department takes cognizance of that statement. 
When we recommend clearances from the State Department, we do 
not get very much cooperation. But in that case, [ think you should 
look into the agency and the affiliations of that agency that today is 
in control of the communications system. 

I do not know whether that concerns you particularly, but I just 
make that statement. 

Mr. Tuorp. It is parallel because we are concerned with the com- 
munications systems in other countries. 
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Bureau or Near Eastern, Sours Asian, aND AFRICAN AFFAIRS 


SALARIES AND EXPENSES 


STATEMENT OF BURTON Y. BERRY, ACTING ASSISTANT SECRE- 
TARY OF NEAR EASTERN, SOUTH ASIAN, AND AFRICAN AFFAIRS, 
ACCOMPANIED BY HENRY H. FORD, EXECUTIVE DIRECTOR, 
BUREAU OF NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 


AFFAIRS 
JUSTIFICATION 


Senator McCarran. We will now proceed with the Bureau of Near 
Eastern, South Asian, and African Affairs. 

Mr. Humetsine. Mr. Burton Berry will present that, Mr. Chair- 
man. He is a career Foreign Service officer. He is the Acting 
Assistant Secretary. 

Senator McCarran. Before we proceed further, at this point in the 
record we will insert the justification material covering this Bureau. 

(The material referred to follows:) 


SALARIES AND EXPENSES, DEPARTMENT OF StaTE, 1953—Conpuct or D1PtLo- 
MATIC AND ConsuLAR RELATIONS WITH FoREIGN CoUNTRIES 


Bureau of Near Easterr., South Asian, and African A ffairs— Domestic 



































Potim ‘ Increase or 
Actual, 1951 | Estimate, 1952 | Estimate, 1953 decrease 
: aa 7 : rare am 
Unit First |CUurrentprogram 
Num-} Annual | quarter | ————|Num-| Annual |Num-| Annual 
ber rate po ig \Num-| Annual ber | rate ber rate 
ber | _ rate 
a lt lie tant iis os dod all ie! 
Office of the Assistant 
Secre’ ary... , 59 | $344, 300 59 50 | $321, 780 50 | $321, 780 |.....-}---..-.... 
Office of African Affairs 21 | 125,303 21 18 123, 170 Ly RE Lhe enalinnsccgnss 
Office of Greek, Turkish | 
and Iranian Affairs.....| 21 | 125,000 | 21} 18] 122,830} 18| 122,830 |_...--|....... . 
Office of Near Eastern 
Affairs 33 | 180, 685 33 28 | 171,980 28 171, 980 |..... Sites 
Office of South Asian Af- | 
fale. 3) cbiciu sie 28} 161,565 | 28 | 24] 160,050] 24] 160,050 |-.....].-......-.- 
as etait eee eS a SSL. aS ee 
Subtotal..__- 162 | 936, 853 | 162 | 138 | 899,810! 138] 899,810 | |____. 
Anticipated savings due j 
tojreduction in leave -. - sadhgtssciiasias = sssc---sse]  =3 | —10,720 —3 | —$19, 720 
Total, Bureau of | | 
Near Eastern | | | | | 
South Asian and | | | | 
African A flairs__ -| 162 | 936, 853 | 162 138 | 899,810 | 135 | 880,090 | —3 | —19,720 
{ | 
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Bureau of Near Eastern, South Asian, and African Affairs—Foreign Service 


























“ 
| Summary by purpose 
Purpose | Actual, 1951 | | bt 
a : s ass | Increase or 
Estimate, 1952 Estimate, 1953 decrease 
nthe ttf a 
Salaries, American personnel... ____.---| $3, 272, 705 | $3, 580, 856 | $3, 645, 908 +$65, 052 
Salaries, local personnel. . ______- | 1, 043, 572 1, 039, 496 989, 907 —49, 589 
Allowances $< <ptadeb dens «dds cbuew 1, 031, 325 1, 186, 392 1, 221, 020 +34, 628 
Operating expenses..........___...._.. 1, 582, 670 1,710, 417 1, 652, 326 —58, 091 
Total 6, 930, 272 7, 517, 161 7, 509, 161 —8, 000 
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1953 BUDGET ESTIMATE 


Senator McCarran. For this bureau I note you are requesting 
$880,090 in the domestic service, and $7,509,161 for the Foreign 
Service. 

These are approximately the same amounts that you had available 
for the current fiscal year. ‘These funds will finance the employment 
of 1,551 emplovees; 138 in the domestic service and 1,413 in the 
Foreign Service. 

Would you care to enter into the justification for requesting this 
numoper of employees? 

Mr. Berry. Sir, may I file for the record a general statement? 

Senator McCarran. Yes. Then you can proceed to high light it. 

Mr. Berry. I should be happy to do so, and answer any questions 
you might have. 

(The statement referred to follows:) 


STATEMENT OF BurtToN Y. Berry, AcTING ASSISTANT SECRETARY OF STATE FOR 
NeaR EAstTEeRN, SoutH ASIAN, AND AFRICAN AFFAIRS 


THE NEAR EAST, SOUTH ASIA, AND AFRICA 


The United States is deeply concerned with the Near East, South Asia, and 
Africa area because it so vitally affects the security of this country and its Allies. 
Within the area is the strategic cross roads between the three continents of Europe, 
Asia, and Africa, as well as the vast oil resources of the Middle East, the immense 
mineral resources of the African Continent, and the huge reservoir of manpower 
as well as the important mineral resources of South Asia. 

Since the end of World War II, the interest of the United States in this part of 
the world has resulted in efforts to assist both the governments and peoples in the 
development of their economic and political strength and defensive capabilities. 
This assistance has been a major factor in discouraging external aggression, in 
providing protection from internal subversion and in removing sources of social 
and economic unrest which jeopardize stability and prevent progress. 

United States assistance to Greece and Turkey since 1947, first through the 
Greek-Turkish Aid Act and then other legislation culminating in the current 
Mutual Security Act, is an outstanding example of our interests being fostered 
successfully. The assistance programs authorized have made it possible to 
preserve and strengthen the independence and territorial integrity of Greece 
and seeenS Both countries are strong allies of the United States and the free 
world. 

The United States is concerned over the serious situation in Iran and has earn- 
estly tried through a variety of means to help both the British and Iranian Gov- 
ernments reach a settlement of their differences over the Iranian oil industry. 
We are continuing to exert every effort toward achieving a solution of this problem 
and are extending aid to Iran designed to strengthen its economy and to assist 
the Iranian people in improving thcir levei of existence. By this we are providing 
tangible evidence of our interest in their welfare and helping to remove the atmos- 
phere in which communism thrives. 

Since 1947, the United States has sought directly and through the United 
Nations to bring about an enduring peace between Israel and the Arab States. 
These efforts have not yet succeeded as it has not been possible to obtain agree- 
ment between Israel and the Arab States concerning the resettlement of about 
850,000 Arab refugees. However, the United States has contributed to the fund 
for the relief and rehabilitation of the Arab refugees and is continuing to work 
toward the solution of this difficult problem. 

During 1951, the United States was confronted with another problem in the 
Near East—the Anglo-Egyptian controversy with respect to the British-occupied 
Suez base and the Sudan. The Egyptian Government on October 15, 1951, 
denounced its treaties with the United Kingdom although at that time we, with 
France, Turkey, and the United Kingdom, had presented to the Egyptian Gov- 
ernment defense proposals which would take into account the Egyptian national 
aspirations and provide for the defense of the Middle East on an equal and co- 
operative basis within the framework of a Middle East Command. We are 
continuing to work in this direction. 
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Moreover, across the broad expanse of North Africa within recent weeks the 
intense nationalism of the Arab-speaking peoples of Morocco and Tunisia has 
highlighted difficult issues. Our problem arises from the relations between these 
areas and France and our relations with the areas and France. Also in Africa, 
the United States is seeking to assist the independent countries of Liberia and 
Ethiopia, and through the mother countries the dependent territories of the 
continent, with economic development and technicalsassistance programs, and has 
encouraged the new state of Libya along its road to independence and well-being. 

In South Asia, the United States is seeking a constructive solution of the 
Kashmir issue between Pakistan and India with the full realization that unless 
this problem is solved not only will Pakistani-Indian relations remain seriously 
troubled, but armed conflict might occur bringing with it all of its dangers to 
our security interests in the subcontinent. In this area, close to one-half billion 
people are struggling for solutions of their economic and political problems. If 
with our help they succeed, the United States will gain friends throughout all 
Asia. If they fail, South Asia may lose its independence with disastrous conse- 
quences to the United States. This Government must therefore make a maximum 
effort to protect this area from subversion and external aggression. 


PERSONNEL 


Mr. Berry. In the presentation, we are asking for fewer positions 
than we had last year; 24 fewer in the field and 3 fewer in the depart- 
ment. 

After looking at this most carefully, we feel that we can do the job 
before us with less help than we had last year. 

Senator McCarran. How did the 10 percent cut affect you? 

Mr. Berry. We absorbed that cut in reductions last December. 

Senator McCarran. After having absorbed that cut, vou are still 
asking for less now than you had after that cut; is that right? 

Mr. Berry. That is right. 

Mr. Humetsine. That is something new; is it not, Senator? 

Senator McCarran. That is really the most encouraging thing I 
have heard here. 

You have no cartels on this, or anything of that kind, do you? 

Mr. Humetsine. No, sir. 

Senator McCarran. We are always looking for those. 

Is there anything further you want to add, Mr. Berry? 

Mr. Berry. Nothing, sir. 

Senator McCarran. Do you think you could stand another 10 
percent cut? 

Mr. Berry. It would be impossible for us to stand a further cut 
and do the job that is cut out for us to do. 

Senator McCarran. You said the same thing last year. 

Mr. Berry. Not quite so positively, sir. 

Senator McCarran. I will place in the record at this point a reply 
submitted by the State Department in answer to a question I asked of 
Mr. Humelsine earlier in the hearing. The question related to an out- 
standing Communist who was admitted to this country. 

(The reply referred to follows:) 

Notrep CoMMUNIST IN THE UNITED STATES 
(See p. 15) 

The Department does not have at present any information on the basis of which 
it can confirm the reliability or accuracy of the ‘charge that Dr. Weil administered 
drugs to Cardinal Mindszenty. 


The Legation and the Department endeavor, of course, to obtain the fullest 
possible information on diplomatic officers whom the Hungarian Government 
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appoints to represent it here. Nevertheless, it is difficult to obtain first-hand, 
accurate, and complete information concerning Communist personalities, for 
within Communist-controlled states such as Hungary all public information is 
strictly controlled and access to persons of independent knowledge and judgment 
is always difficult and limited and frequently impossible. Preparations for the 
numerous political trials which the Hungarian Government has staged, including 
the preparation of Cardinal Mindszenty oe trial, have been conducted in complete 
secrecy. It is therefore espé ially difficult for representatives of western govern- 
ments to obtain factual information or evidence, as op to mere hearsay, re- 
garding acts which have taken place or individuals who have been involved during 
such proceedings. 

It is obvious that the representatives appointed by Communist governments 
here are going to be confirmed Communists of long standing—persons who have 
served these regimes dutifully, whatever their tasks. 

Dr. Weil came to the United States as a representative of the Hungarian Gov- 
ernment and as such was issued a diplomatic visa by the Department. 


Senator McCarran. If there is nothing further, the committee 
will recess at this time to reconvene tomorrow morning at 10:30. 

(Thereupon, at 12:20 p. m., Wednesday, February 20, 1952, the 
committee recessed, to reconvene at 10:30 a. m., Thursday, February 
21, 1952). 








